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Abstract
The internalization of the economies, the globalization of the capital markets, the extension of the European Union as well as
other similar elements, have led to the appearance of new risks, which in order to be adequately managed, imply the necessity of
useful information in order to objectively analyze the financial position and the performance of an entity. On this basis, it could
be estimated, the capacity of generating future cash flows, which are necessary to the secure continuity of an entity. Hence, in the
frame of a continuously changing international environment, the potential size of the global performance is determined by the
quality of the corporate governance processes, of the management, of the internal control and of the risk management. In
addition, the decision making process is also dependent on the usefulness of the information and could have an influence, through
control and monitoring measures, on the accomplishment of the qualitative characteristics of the processes. Starting from these
objectives, the research has been focused on the importance of information in the instrumentation of the relationship between
performance and corporate governance and on the governing role of the accounting-financial information and its impact on
performance, by considering different economic theories such as the agency one.
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1. Introduction
Generally, the researches that approach the relationship between performance and corporate governance are
focused on the analysis of the supplied information by the accounting, management, and audit or by other sources.
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Hence, through a series of specific methods, procedures and techniques, the concepts, principles and rules are
transposed into practice in order to represent, in an objective manner, the reality.
Along with the identification, definition and in some cases even the clarification of the semantic connotations of
the used concepts, the researches have viewed also the instrumentation of the relationships that exist between them,
such as those of property and agency; in addition the following were also considered, the risks that could affect the
utility and the transparency of the accounting information, the solutions regarding the conciliation of the divergent
interests that exist in the frame of the interested parties, as well as the generated synergies.
The validation and the probing of information utility is accomplished in the frame of the internal and external
decision making processes. These are grounded on the economic and financial analysis of the information that
regards the financial situation, the accomplished performance as well as the evolution in time; moreover, the system
through which the entities are managed and controlled in order to adequately respond to the risks that could affect
the objectives targeted by each entity in part will have a mark.
2. The current state of knowledge – performance, corporate governance and information utility
Taking into consideration the generated benefits, both the performances as well as the corporate governance,
under their diverse aspects and dimensions, are subjects that are frequently approached in the specialty literature and
in the carried researches in the last period.
The concept of corporate governance has multiple valences in the specialty literature, being used for defining the
actions and the operations necessary both for managing, administering or leading an entity in its whole, as well as
for controlling and monitoring an entity in order to achieve its targeted objectives.
Most often, corporate governance is defined as: a system through which the entities are led and controlled
(Cadbury Report, 1992), the way through which the investors are insured that they will receive the expected returns
for their investment (Shleifer & Vishny, 1997) an ensemble of rules according to which the entities are managed to
protect the interests of all the involved parties (OCDE, 1999), norms, traditions and behavioral models elaborated in
order to manage the entities (Bunget, O. & et al, 2009), an ensemble of „game rules” through which the internal
administering of the entities is insured (Feleagă & et al, 2011) etc.
Hence, the concept could be defined in accordance to the specific aspects considered; in this respect, the
following perspectives could be mentioned: the one of the financial resources suppliers (receiving benefits from the
investment made); the one that refers to relationship of the entities with third parties (the interests of the diverse
interested parts); the rights and obligations from the frame of an entity (promoting certainty, transparency and
responsibility); the law one (set of rules developed by each legal system); the scientific one (branch of economy
through which the way in which the entities become more efficient is studied) (Tabără, Horomnea &Mircea, 2009).
At an international level, there are many studies and researches that regard this topic that brought a series of
contributions to corporate governance, among which the most relevant are the ones that refer to the increase of the
performance of the entities through the affiliation to a group (Khanna &Paleu, 1999), the adequate motivation and
monitoring of the managers, influencing the share price (Black, 2000; Ball, 2001), encouraging the managers to
apply investment policies that lead to maximizing the value of the entity (Bushman et al, 2001), improving the
economic efficiency and creating an attractive investment climate (OCDE, 2003), improving the operational
performance and the market value of the entities (Klapper & Love, 2004, Black & et al, 2006), accomplishing a
performing management (Morariu, A. & Stoian, F., 2006) and improving the performances through facilitating the
access to the capital markets, preventing the banking crisis (Morariu & et al, 2008).
Initially, the performances of an entity have been expressed through the perspective of profit maximization;
currently, however, the inconveniences of the accounting result and the interests of the shareholders have
determined different approaches that have as an objective maximizing the market value of an entity. In this context,
the return on investment is an „essential component of the economic performance” being the final goal of a business
and the main condition for existing and maintaining it on the market in the frame of a competitive market.
In approaching the relationship between the performance and the process of corporate governance, the financial
and accounting information have a main role, reason for which this subject made the object of many studies and
researches focused on instrumenting the importance of the impact and of the tools used in this respect. In 2003,
Bushman and Smith proposed three channels or tracks through which the financial and accounting information
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contributes to the improvement of the economic performance. Hence, the supply of feasible information facilitates:
firstly, the flow of the capital and the sustainability of the investment opportunities; secondly, the efficient
monitoring undertaken by the shareholders in order to diminish the agency effect, by treating the risk of loss that is
due to the opportunistic behavior of the managers; and thirdly, reducing the adverse selection phenomena and the
liquidity risk that could affect the potential investors.
Corporate governance supposes the transparency and the utility of the information supplied by the financial
statements, context in which an essential role is held by the internal control, through which an increase of trust in the
in the users of these type of reports is insured (Leitch, M., 2008).
In this respect, it is imposed, the existence of some accounting policies and procedures, which are adapted to the
specific of each entity, of a feasible system of producing, guaranteeing, probing and validating the quality of the
information, as well as of a proactive and prospective risk management (Dănescu, T., Prozan,M. & Dănescu, A.C.,
2012).
In the case of the entities listed at the stock exchange, the financial-accounting systems offer both direct
information to the corporative control mechanisms as well as indirect by considering the fact that it could influence
the stock prices, respectively the value of the entities considered. A main objective of the accounting research is
focused on the impact of the financial-accounting information in treating the agency problems, through the fact that
it facilitates the efficient projecting of the financial and human capital towards feasible investment opportunities.
Thus, a lot of researchers, among which Bushman and Smith (2001) have brought clear empirical proofs in
supporting the idea that, corporate governance is important for the development of a good understanding of the
impact of the financial-accounting information over the allocation and the use of resources in an economy.
3. Research methodology
In the frame of the carried research focused on studying the complex and dynamic issue of the corporate
governance, an ample documentation, on the basis of the specialty literature was undertaken, in order to identify the
relationships of causality and interdependence that exist between the performance of an entity and applying the
principles of corporate governance in the frame of the information theory.
Starting from the targeted hypotheses and the objectives set, regarding the necessity of insuring some useful
information in the economic and financial analysis of the achieved and of the potential performance, in which an
important role is held by the system through which the entities are led and controlled, on the basis of the ideas found
in the specialty literature and in the accounting norms and provisions, as well as on those afferent to the corporate
governance, to the internal control and to the audit, a series of comparative analyses of the information from  the
accounting and fiscal reports afferent to the taxpayer entities from Romania, were carried.
On the basis of the obtained results from the operational researches previously undertaken regarding the
informational risk over the net accounting result (Dănescu,T., Prozan, M., Dănescu,A.C. & Prozan, R.D.,2013) ,
through the application of a constructive application, three samples of 1000 entities, from  8250 entities from Mures
county, were selected:
• First sample – 1000 entities from the total of the analyzed entities;
• Second sample – 1000 entities that have correlated information (6.823 entities);
• Third sample – 1000 entities that have not-correlated information (1.427 entities).
The selection criterion was the size of the net accounting result. After calculating the profit rate, the simple
regression function was applied, in order to quantify the impact of the non-conformity marks with the represented
reality over the targeted users, and on the basis of the obtained results to identify adequate solutions to diminish or
eliminate these types of events.
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4. Achieving performance in the context of applying the principles of corporate governance and information
theory – theoretical and empirical approach
Through the perspective of the potential benefits, regardless of the field or of the activity specificity, the type or
the size of an entity, some of the objectives and the principles of corporate governance are imposed to be applicable
at the level of any organization or entity.
In this context, at the level of the analyzed economic entities (small and medium sized entities), not all the
principles and rules afferent to the concept of corporate governance could be considered. Still we could consider
that, a part of these principles, among which the ones referring to the achievement of the targeted objectives in
performing conditions for which the utility and transparency of the financial and accounting information are
mandatory, could be extrapolated at the small and medium sized entities.
Similar to defining, evaluating the performances is different in accordance to the objectives targeted by the
information users, reason for which, currently there has not been reached a consensus in what regards the definition,
methodology, the models or indicators that reflect in the most adequate way, the functioning of an entity. Anyhow,
the evaluation and the monitoring of the performance, offer information that regards the adequacy of the strategy,
set for achieving the long term objectives that refer to the value increase of the considered entity.
Obtaining profit is one of the main goals of each entity; thus the profit is one of the main elements that are
considered when an entity is evaluated. Even though, updating the net result is the method which, apparently insures
a consensus between the dividends and the cash flow, this does not represent neither the development of the entity or
the enrichment of the shareholders. Practice has proven that, the most adequate way of measuring an entity could be
expressed through the surplus of cash flow, respectively through the net variation of liquidities.
As shown before, through the previous research, there have been highlighted a series of inconsistencies that exist
between the information that refers to the net accounting result, presented in the accounting and fiscal reports, which
confirm the materialization of the risk of non-conformity with the reality represented, and the informational one
(Dănescu, T. Prozan, M., Dănescu, A.C.& Prozan, R.D., 2013).
Even though the net variation of liquidities could represent more adequately the size of a business, in the carried
research, the quantification of the materialized risks and their effects could be, more loyally represented through the
evaluation of the relationships that exist between the net accounting result (net profit), the profit ratio and the
turnover.
The materialization of these risks show that, the utility of the financial and accounting information is affected,
which in fact has negative effects in the decision making processes at which they participate both in the initial form
as well as through the financial indicators determined on their basis. In this respect, relevant are the results obtained
through the application of the simple regression on the three samples selected from the analyzed entities for the
financial year 2011.
The graphic illustration of the results obtained from the comparative analysis of the information referring to the
turnover, the net accounting result (net profit) and the profit ratio (net profit/turnover) is shown in figures 1-3.2.
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Figure 1. The distribution of all the analyzed entities
Figure 2. The distribution of the entities with the correlated information
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Figure 3.1. Entities with non-correlated information  net result from  Profit and Loss Account
Figure 3.2. Entities with non-correlated information - net result from corporate tax declaration
Source: own calculations and projections
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Even though, as a result of applying the simple linear regression, the difference of the obtained parameters in the
frame of the identified relationships, between the analyzed variables are not significant ( due to the fact that the
absolute value of the deviations was not significant), still these highlighted the fact that, the materialization of the
risk of non-conformity could affect the utility of the information supplied by accounting regarding the real
performances of the analyzed entities.
Besides, the denaturation of the represented reality as a result of the adverse elaboration, understanding and
application of the accounting policies and/or accounting procedures, the adverse presentation or reporting of the
information could also affect the real level of the indicators that reflect the performance of an entity and implicitly
the internal and external decision making processes at which they take part.
Increasing the credibility of the entities reported to the investors and the other interested parts, through the supply
of useful information, through the means of the accounting reports, could have as an effect the increase of the
performance of the considered entities by attracting supplementary capital at a reasonable cost.
Regardless of the nature and the origin of these inconsistencies, the materialization of the risks that could affect
the utility of the accounting and financial information concretized in the supply of some information which are not
according with the represented reality affect the decision making processes at which these take part. The effects they
have over the shareholders and stakeholders could be positive or negative reported to the insurance or non-insurance
of applying the principles and rules imposed by the good corporate governance, respectively by the system through
which the entities are led and controlled which could or could not achieve the objectives in accordance with the
adopted strategies.
5. Conclusions
The carried research has highlighted that, regardless of the way of determination, the size of the accomplished or
potential global performance, is influenced both by the quality of the processes of corporate governance, as well as
of those of management, of internal control and of risk management.
The risks of non-conformity of the information regarding the performance accomplished, the way in which an
entity accomplishes the targeted objectives, could affect the internal and external decision making processes at
which these information take part. Thus, there is a dependence relationship between the decision making process
from the frame of these processes and the quality of the processes through which the utility of the information is
insured, which in turn could be monitored and influenced by the actions of governing and of control implemented in
order to accomplish the quality characteristics that give them value.
Similar, to the influence that a good corporate governance has over the quality of the financial and accounting
information or over the level of performance achieved in accordance to the adopted strategies and the targeted
objectives, in turn these could influence the way of governing and leading of an entity or could reflect the quality of
this process.
In a continuously changing environment, the improvement, optimization and extension of the corporate
governance, at least of the principles that could easily be transposed at the level of each entity, has to represent a
constant preoccupation of the leaders and managers of the entities. In order to support this type of objectives, it is
also necessary to pursue some measures regarding the adoption and the perfecting of the legal frame afferent to the
corporate governance through its extension to the entities that are not listed at the stock exchange. Taking this into
account, establishing the entities that have to apply the rules or principles of corporate governance, has to be
achieved in accordance with a series of clear criteria, grounded on the view of the cost-benefit ratio. In addition,
improving the business environment, creating and implementing an efficient financial reporting system that is
consistent with the international developments are imposed.
Taking into consideration the complexity and the importance of this topic, on the basis of the obtained results, it
is imposed that the research to be continued with new approaches towards the corporate governance, regarding the
adequate control of the risks of non-conformity and the identification of some solutions for the amelioration of the
quality of the accounting information.
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